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BURKINA KEY ECONOMIC INDICATORS 
(Figures in millions of U.S. dollars unless otherwise noted) 


Domestic Economy 1982 1983 1984 
Population (millions) es 6.4 6.9 
Population growth 2.62.7. cee 2.6 
GDP in current dollars 2.8 988.8 909.5 
GDP per capita, current dollars ‘178. 0 150.0 132.0 
Consumer Price Index (1958=100) 446.3 483.8 — 507.3 


Production and Employment 

Labor force, modern sector 57.0 58.5 62.4 
(1,000's) 

Unemployment (avg. % per year) N/A N/A 
Industrial production 129.1 N/A- 
Govt. oper. deficit, % of GDP 3.3 2.0 


Balance of Pa 
Exports (FOB) 56.9 87.1 
Imports (CIF) 236.8 231.8 
Trade Balance i -230.5 -190.9 


' Current Account Balance -60.1 -3.7 


Foreign Direct Investment (new) N/A N/A 

Foreign. Debt (year end) ‘ 367.1 526.1 
Debt-service paid 0.100 0.096 
Debt-service owed N/A N/A 

‘.Debt-service ratio as % of exports 16.5 

- Foreign exchange reserves (year end) 86.0 

Avg .exchg rate for year (CFA=UAS$1) é 400.0 378.0 


Foreign Investment 
‘Total (cumulative) N/A N/A 
U.S. (cumulative) N/A N/A 
“U.S. share (%) N/A N/A 


U.S. - Burkina Trade 
U.S. exports to Burkina (FAS) 27.0 
U.S. imports from Burkina (CIF) ‘ 0.8 
Trade balance +26.2 
U.S.. Share Burkina exports (%) 8.1 
U.S. Share’ Burkina imports (%) 0.975 
‘ U.S. bilateral economic aid 38.3 
Principal U.S. exports (1985): Cereals ($10.4 million), edible oil, 
pharmaceutical products, tobacco 


Principal U.S. imports (1985): Baskets, sheanut butter ($11, 255) 
N.B The latest overall figures are for 1985. 


Sources: 

1) Bar Banque Centrale des Etats de l'Afrique de 1'Quest (BCEAO) Statistiques 
Economiquest et Monetaire. Burkina no. 358 Mars 1987 

2) Comptes nationaux du Burkina Faso 1985. Institut National de la 
Statistique et de la Demographie - Avril 1987 

3) . Source ONAC (Office National du Commerce Exterieur); Statistiques de la 
Commisson Nationale "Chaine-Douane" 

4) International Monetary Fund: Staff Report for the 1984 Article IV 
Consultation - UPPER VOLTA. August 6, 1984 

5) CERP 0004: Economic Trends Report for Burkina Faso September 30, 1986 





I. SUMMARY* 


After a period of economic growth during the 1970s, Burkina's economic 
situation started to deteriorate in 1981. The 4 years from 1981 through 
1985 were charachterized by stagnation in all sectors of agricultural, 
commercial and industrial activity. The contributing factors were years 

of chronic drought, political instability, and a number of official measures 
(e.g., authorized increases in food and other prices, reduction of all civil 
servants' salaries and allowances in 1984 and 1985, and transfer to the 
state of some rental revenues in 1985). 


Since the end of 1985, however, economic indicators, such as the level of 
bank credit to enterprises, trade balance and balance of payments, have 
turned slightly upward without reaching the level of 1980-81. On the macro- 
economic side, gross domestic product increased in 1985 due mainly to 
agricultural production increases resulting from a good rainy season. 
(Statistics for 1986 are not yet available, although agricultural production 
continued to rise.) At the same time, the Government of Burkina Faso (GOB) 
undertook measures favoring the private sector. The Five-Year Plan for 
1986-1990 also underlines the important role the private sector is expected 
to play in national development. 


II. CURRENT ECONOMIC SITUATION AND TRENDS 
A. Introduction 


Analysis of GDP trends: After a regular increase of about 4 percent 
annually up to 1981, annual real GDP growth slowed to 2 percent between 
1981 and 1985, due to such factors as: 


-- more frequent drought years affecting agricultural production and 
related activities (e.g., transport and commercial activities) ; 


three military coups and one attempted coup, with socio-political 
changes impacting negatively on the business climate; 


slack in industrial production, accounting in part for a slowdown 
in private investment; and 


mismanagement and lack of consumer demand caused by decreases in 
workers' purchasing power. 


In 1985 the primary sector (agriculture, livestock, forestry and fishing) 
accounted for an increased share of the GDP, up to 47.2 percent from 45.4 
percent in 1984. The secondary sector (manuafacturing, mining, energy, 
water, construction and public works) retained a constant share of GDP, 
about 17.1 percent. The tertiary sector (commerce, transport, storage, 
telecommunications, services and public administration) accounted for a 
slightly decreased share of GDP, down to 35.7 percent from 37.1 percent in 
1984. 


* This report was prepared in September 1987. 





B. Production 


Agriculture: Agriculture is the primary economic activity in Burkina Faso, 
contributing every year an average of 35 percent of GDP. Together with 
livestock, forestry and fishing, it provides the largest percentage of 
exports. Three major cereals (sorghum, millet and corn) account for about 
two-thirds of the total value of crop prodution. 


In 1986 food grains production improved as a result of a better rainy 
season, reaching a level of 1.6 million tons. The government's goal for 
agriculture is to reach the level of 2.0 million tons for every good rainy 
season, in order to be self-sufficient in food producton. Total 1986 cotton 
production reached a new record level of 161,000 tons (109,000 tons in 
1984). However, world cotton proces fell in 1985-86, reducing the profits 
of the government cotton marketing agency. 


Livestock: Livestock production is a major economic activity that contri- 
buted 33 percent of total exports in 1984 (latest available figures). Its 
contribution to GDP declined from 14 percent in 1981 to about 12 percent in 
1984, owing to limited pasturage and water (problems aggravated by 
persistent drought). The situation has slightly improved since 1985, due 
to good rainy seasons. Despite strong competition from Argentinian frozen 
meats, Cote d'Ivoire and Ghana continued to be major purchasers of 
Burkinabe livestock. 


Industrial Sector: Industry accounted for about 13 percent of GDP in 1985, 
a slight increase from 12 percent in 1983 but a decrease from 14 percent in 
1984 due to mismanagement of public sector industrial companies and reduced 
private sector investments. 


The manufacturing sector consists mainly of food, beverage and tobacco- 
processing industries. It also includes textiles, leather, chemical pro- 
ducts and assembly of bicycles and motorcycles. Industry is dominated by 
government-controlled corporations, although private-sector participation 
remains large. Most of these companies, in particular the state corpora- 
tions, have had persisting operating deficits. Undercapitalization, weak 
management, rigid price policies and poor productivity are the most common 
causes. Recognizing the problems facing state corporations, the Ministry of 
Economic Promotion surveyed them in January 1986. It found that less than 
a dozen of about 60 were making a profit. The government followed up by 
deciding to hold an annual special budgetary council on their management. 
The first took place on July 10-12, 1986 and the second on March 5-7, 1987. 
These councils focused on the management of state companies, imposed wage 

and personnel reductions and streamlined some of the more unprofitable state 
corporations. 


Since 1984, the government has dissolved two parastatal companies and has 
taken major capital shares in five private industrial corporations that were 
doingObankrupt. On May 28-30, 1987 at a general assembly of Burkinabe busi- 
nessmen, guidelines on new industrial policy were announced by the Ministry 
of Economic Promotion. The government invited the private sector to create 
and extend industrial plants using all Burkinabe raw materials, as part of 
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a larger policy of encouraging wherever possible consumption of domestic 
production rather than imports. 


Mining: Until now mineral production in Burkina has been negligible. A 
reactivated gold mine at Poura started production in late 1984. Production 
and exports reached 2.6 tons in 1986. A number of small sites widespread 
in the northerm and eastern portions of the country permit artisanal 
mining. Sale of gold on the international market is a state monopoly. 
There are also same deposits of vanadium, titanium and copper in the center 
and the south of the country, and silver and nickel in the southwest at 
Perkoa. The World Bank is financing the $7.4 million pre-production phase 
of the Perkoa silver and nickel deposit. Potential reserves are estimated 
at about 10 million tons and will increase significantly Burkina's mining 
production in caming years. There is also a manganese deposit at Tambao, 
evaluated at 13 million tons, but production requires construction of 370 
kilometers (230 miles) of railroad. A United Nations Development Program 
(UNDP) feasibility study, completed in 1984, concluded that the Tambao 
Project may be marginally feasible (as campared to the World Bank's negative 
evaluation) due to actual and projected world prices of manganese and the 
low demand for railroad traffic to the northeastem region. The government 
is still looking for additional financing for the railway, which is now 
planned to stop partway to Kaya. 


Commerce: In December 1986, an important change in commercial organization 
was introduced. A new structure called the "GIE" (Econamic Interest Group) 
was created, based on French business law. The Ministry of Cammerce has 
explained the system to traders and invited them to join GIEs, and the 
national Chamber of Cammerce has been very active in organizing them, In 
Ouagadougou, about a dozen GIEs have been created to cover all sectors of 
Burkina's cammerce, fram import-export and general trading to specialized 
trading and transport. In Bobo-Dioulasso, the nation's second largest 
city, the Chamber of Cammerce has created nine GIEs grouped by areas of 
trading, as in Ouagadougou. 


The main goal of the GIE is to organize traders in a modem way, with 
adequate management structure, in order to give them easier access to 
external markets and to make them competitive in comparison with foreign 
firms established in this country. Faced with this new form of organiza- 
tion, the business community was at first hesitant and unwilling. It 
initially feared that the GIEs were a nationalizing attempt. Then, after 
several meetings of explanation, businessmen gained a better understanding 
of the government's goals and relaxed. Even more important, they obtained 
govermment assurance that every trader in the GIE would be free to do 
business with the external partners and in the area of his choice. Asa 
result, businessmen began to join in the GIEs. Some are members of more 
than five GIEs for different areas of business. All large traders are 
members. They contribute to capitalization of their GIE and pay it fees 
for their imports. For its part, the GIE provides all relevant services 
for their imports (obtaining authorization of the Ministry of Commerce, 
extermal contacts if needed) and is planning to make profitable investments 
with the fees collected from all members. 
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The Ministry of Commerce is also trying to organize the "informal sector" 
of small traders who are not licensed. Thus far, however, small traders 
are reluctant because they do not want to have to pay taxes and commisson 
fees, and little progress has been made. 


In short, the commercial climate is changing in Burkina with the creation 
of the GIEs amd organization of the informal sector. They may eventually 
become the basis for the emergence of strong private trading companies in 
the future. 


C. Govermment Finance 


Revenue: Tax revenue (direct taxes, indirect taxes, customs, stamps and 
registration fees) remains the most important source of government funds. 
It declined fram an average of 13.5 percent of GDP in 1981-82 to 12.5 
percent in 1983-85. This trend largely reflected the decline in custams 
receipts as a result of decreasing imports. Revenue fram income and 
business profit taxes stagnated because of the poor performance of major 
enterprises. In 1986 budget receipts were 82.3 billion CFA ($259 million), 
representing an increase of 27 percent over the budget receipts of 1985 
which were 77.4 billion CDA ($204.7 million). The final 1986 budget showed 
a deficit of 7.4 billion CFA($22.9 million). In 1986 expenditures increased 
to the level of 89.7 billion CFA($279.9 million). The deficit will be 
converted to long-term debt by the West African Central Bank. According to 
the government, the budget deficit of 1986 was due to an insufficient 
reduc- tion of expenditures and lack of rigor in tax collection. Other 
Observers, however, think that the deficit is due to the decline of custams 
receipts described above. 


Expenditures: Total expenditures rose at an average annual rate of 11.2 
percent during 1982-84. In 1985 they dropped by 25 percent, although expen- 
diture on personnel rose by 6 percent. The overall drop in expenditure was 
mainly due to a sharp cut in scholarship and other transfer payments and a 
further decline in expenditure on goods and services. Expenditures in 1986 
are similar to those of 1985. Noteworthy is the rising share of expendi- 
tures for investment in 1986, attaining a level of 5 billion CFA ($15.5 
million), which represents a significant increase from the 1983-84 level. 
Though camplete figures for the 1987 budget are not yet available, expendi- 
ture for investment is at the same level as in 1986. The 1987 budget 
contains a projected deficit of 12 billion CFA ($39.1 million), which must 
be reduced or eliminated during the remainder of the year through expendi- 
ture cuts, better collection and, possibly, new taxes. 


D. Money, Prices and Wages 


Burkina's Monetary System,: Monetary policy is determined by a regional 
central bank, the West African Central Bank( BCEAO), in coordination with 
other members (Benin, Cote d'Ivoire, Mali, Niger, Togo, and Senegal) and 
with France. All credit other than crop financing is included in overall 
credit targets. Control over credit expansion is strengthened by the 
requirement of prior approval for any loan exceeding 30 million CFA ($97.7 
million). The banking sector, camprising eight canmercial or development 
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banks and five financial institutions, all partly or wholly state-owned, is 
highly liquid, due to large deposits from a number of regional organizations 
and some public entities such as the Social Security Fund and the Price 
Stabilization Fund. This liquidity is also the result of a low credit 
demand since 1983. After 2 years of weak performance (1983 and 1984), 
banking operations are improving slightly overall, both in terms of trans- 
action volume and turnover. Current central bank interest rates are 8 
percent for priority activities and 10.5 percent for other activities. 


Consumer Price Index: During 1979-1983, inflation averaged 10 percent 
annually. In 1983-1984, the rate of increase declined to about 8 percent, 
reflecting primarily smaller increases in the prices of food and petroleum 
products. In 1985 the rate declined again to 4 percent, owing to a strict 
price cntrol system that stabilized consumer prices for essential food 
items (cooking oil, sugar, etc.) and some other basic commodities such as 
soap. According to the International Monetary Fund, Burkina had a negative 
inflation rate of -1.9 percent in 1986. The government publicly welcomed 
this as proof that inflation is under control, but other observers noted 
that the decline in prices reflects the low level of consumer per capita 
income and overall stagnation of Burkina's urban economy. 


Wages: All workers in Burkina are in theory guaranteed minimum wages by 

law. After increasing minimum wages in January 1982 (from 5 to 27 percent), 
the government decided in 1984 to reduce supplementary allowances granted to 
civil servants by 50 percent. In 1985 and 1986, new austerity measures were 
taken. All public and private sector wages were reduced drastically (from 4 


percent for the lowest wages to 12 percent for the highest wages), and many 
fringe benefits were eliminated. In 1987, a combination of measures 
restored total civil service wages to 1983 levels, but imposed a new salery 
scale that will mean no raises for most upper level employees for 5 to 10 
years. Moreover, wages in the state and parastatal companies, including 
banks, have simply been reduced, with a monthly ceiling of 350,000 CDA 
($1,140). 


E. Balance of Payments 


Overall Balance of Payments: Burkina's net balance of payments in recent 
years has been as follows: 


+ 1.5 billion CFA 

- 0.4 billion CFA 

- 3.9 billion CFA 

+11.2 billion CFA 

+ 3.6 billion CFA (provisional) 
(1985 figure not yet available) 


In 1985 economic indicators (e.g., trade and transfer balances) confirmed 
the trends of the prior 2 years. For instance, foreign currency in 
Burkina's account at the West African Central Bank totaled 8.9 billion CFA 
in the 12-month period ending March 1985. The improvement in the overall 
balance of payments in recent years is due primarily to an increase in 
foreign aid received, a decrease in the value of imports and healthy 





increase in the value of exports, particularly cotton and sheanuts. 
However, the improved balance of payments also reflects the general slow- 
down in economic activity and drop in purchasing power already described. 


External Public Debt: After a sharp increase of nearly 80 percent in 1984, 
the external debt service increased only by 2.3 percent in 1985. The ration 
between the overall debt service, on the one hand, and total government 
expenditure, in the other, has risen from 10 percent in 1983 to 18 percent 
in 1984 and 19 percent in 1985. There is a very large projected growth in 
debt service in coming years: 


1987 12.57 billion CFA 
13.31 billion CFA 
13.56 billion CFA 
14.33 billion CFA 


In addition, the government's Five-Year Economic Plan approved in 1986 will 
require heavy borrowing (estimated at about 282 billion CFA, $873.7 
million), significantly increasing the external debt servicing burden 
during the 1990s. 


In April 1987, the government decided to create five export monopolies to 
reduce its dependence on external borrowing, even on concessional terms. 
Its principal objective is to use the profits from sales to fund all the 
projects considered to be vital in the Five-Year Economic Plan but which 
international financial organizations may be reluctant to finance. The 
five state monopolies are cotton, sesame, karite, gold and leather goods. 


The government also has begun a campaign to increase produciton of those 
products in order to increase the funds they will generate. In effect, the 
govermment uses its sales monopoly to earn a profit from foreign sales at 
prices well above those it pays to domestic producers. 


Bilateral Aid: As in past years, foreign aid and other external assistance 
are crucial to government development programs. Foreign aid consists of 
capital aid, grants (including some food aid) and soft loans. After a 
slight decrease following the 1983 coup, Western donors and international 
lending institutions gradually increased their assistance to Burkina, an 
annual total nearly one and one-half times the government budget. In 1985, 
total foreign aid expenditures reached 99.2 billion CFA ($262.3 million) 
but, at 24.6 percent of GDP, was still behind its 1983 record of 100.5 
billion CFA ($263.7 million) (28.6 percent of GDP). Major bilateral donors 
include France, West Germany, the Netherlands, the United States and Canada. 


Multilateral Aid: Burkina Faso is a regular recipient of multilateral aid 
through the UN Development Program, the European Economic Community Develop- 
ment Fund, and regional economic development organizations such as the 
Communate Economique de 1'Afrique de 1'Quest (CEAO). 
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III. IMPLICATIONS FO THE UNITED STATES 


A. Trade 


U.S. Exports to Burina Faso: U.S. exports to Burkina decreased from $27 
million in 1985 to $9.8 million in 1986. That situation is due to the 
general decline of Burkina's imports in 1986, particularly the fall in 
Burkina's cereal imports, owing to a better cereal harvest than in 1985. 
U.S. exports to Burkina include cereals, used clothing, edible oils, and 
industrial, electrical and communications equipment. A significant pro- 
portion of U.S. exports to Burkina Faso has traditionally been directly 
related to development programs funded by the U.S. Government. 


Burkina Market Potential: The Burkina market is a small one but should be 
considered by American firms in their plans to tap the West African market. 
Burkina shares a common currency with the Cote d'Ivoire, Senegal, Togo, 
Mali, Niger, and Benin, which makes it part of a significant regional 
market. Attractive U.S. products include cereals (particularly rice), 
agricultural tools and machinery, feterilizers, equipment for earthmoving, 
road building and mining, multi-terrain vehicles, auto and truck tires, 
textiles and clothing. The drop in the dollar exchange rate should foster 
competitiveness of U.S. products in comparison with similar products from 
Asia or Europe. 


B. Investment 


Burkina's Investment Code Incentives: The 1984 investment code, a major 
revision of the 1978 code, offers a number of incentives to investors. The 


code defines priority sectors such as food processing, textile manufacturing 
and leather processing. Tax reductions and exonerations are granted for 2 
to 5 years. The code guarantees foreigners and nationals the right to 
manage businesses freely, freedom of choice of suppliers and services, 
retention of foreign exchange necessary to conduct business, and repatria- 
tion of dividends up to 80 percent of net profit. 


Investment Opportunities: Implementation of the Five-Year Plan for 1986- 
1990 may offer a number of investment opportunities in public and private 
sectors. The government accords top priority to agriculture, water 
resources, energy and mineral sector investment as part of its policy of 
attaining agricultural self-sufficiency. 
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